RaTra e A AemmATT AT e e

B
;
|
|

Internal Reverme Service Departrent of the Treesury

District P.0.Bx 2350 Ics Aceles, (R 90053

o

Persmn to Cartact:

Refer Reply to:

Case Muber:

T
Date:

Dear Applicarts

Wefa&éreviaadyama;pliartimfartaxe@ptimuﬁar%ﬁmsol(c)a)of
the Intermal Reverne Gode of 1986.

The information sumitted discloses that you were incorparated under the
ragrofit laws of the state of I « I

Article%cfyurarﬁclesafirm:pamtimstatsﬁuatmspa:iﬁc;m}me
is to "raise firds to sugpart the training of [ axster athletes ad to
fosterlocalaﬁnatmalatateml&y&mc@mmﬂsednhﬁmaﬁm'petltms
for the public edratim and enjoyment of the spart”.

- is a forqwofit gymnastics school which is the sole proprietarship of
. _ismtalrezrberofycxn'crganimtim'smazdofni.Ze:tms,
but your argani zation’s mailing address is "In Care Of" her.

—,_ﬂaeneasnercf_aooster_am,msi:ﬁicatedme
aﬁprmotmge:mibltiasforﬁemlpzbhctohneasemafﬁespmt,
assist in the specialized training of I athletes by hosting quest
i:strmtuzsvtrsesldllsammtavailaﬂeinﬁelocalama,miseﬁxﬁsfor-
-aﬂﬂetsbyfmﬂan;sareofﬁ)ecrstofompemmmtravelamuufcms, and
secure sponsorships fran the general palic specifically to supart the [N
capetition team. :

I Ecoster Club’s gpplication for exenption indicates the arganizatici

has four persans o the Board of Directars. All of these persans have diildren wo
atterd the I for-profit school.

Section 1.501(a)-1(c) of the Income Tax Regulations mrovides that the words
"private shareholder ar individial" in Section 501 refer to persans having a
persmal ard private interest in the activities of the arganization.
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Secticn 1.501(c)(3)-1(c)(1) of the Regulations provides that an arganization
will be regarded as “operated exclusively” for ae ar more exempt purposes anly if
it engeees primarily in activities vhich accamplish are ar more exampt purposes
specified in Section 501(C)(3). 2An arganization will not ke so regarded if more
than an insutstantial part of its activities is not in firtherance of an exarpt
papcse.

Secticn 1.501(c)(3)-1(d)(1)(ii) of the Regulations provides that an
arganization is not arganized and cperated exclusively for cne ar mre exempt
poposes wiless it serves a public rather than a private interest. Thus, to meet
the requirements of this subdivision, it is necessary for an arganization to
establish that it is not argenized or cperated far the henefit of private interests
sich as cesignated individuals, the creators, shareholders of the arganization ar
parsans cantrolled, directly ar indirectly, by sxh private interests.

Reverne Ruling 69-175, 1969-1 C.B. 149, descrites an arganization farmed by
the parents of pupils attending a private school exempt under Secticn 501(c)(3) of
the Oode. All cotrol over the arganization rests with the parents. The
arganization provides bus transportation to and from the school far those children
vhose parerts belag to the arganization. The ruling states that when a graup of
individuals associate to provide a cooperative service for themselves, they are
serving a private imterest. By providing hus transpartation for school children,
under the circumstances described, the arganizetion ensbles the participating
parents&fuﬁﬂlﬂeirﬁﬁividnlmspasibﬂityoftasporﬁrgﬂnirdﬁldrmto
school. Thus, the argenization serves private rather than public interest.
2ocordingly, the angnization does not qualify for exemption under Section
s01(c)(3). .

In Better Business Burean of Washingten, D.C., Inc., V. United States, 326
U.S. 279 (1945), the Sureme Cowrt of the United States interpreted the requirement
in Section 501(c)(3) that an arganization be "cperated exclusively” by indicating
that in arder to fall within the claimed examption, an arganization must ke devoted
to exapt prrposes exclusively. This plainly means that the presence of 2 single
non-exampt. purpese, if substantial in nature, will destroy the exemption regardless
of the number and importance of truly exempt purposes.

Althaxh your arganization’s activities are open to athletes who do not
atterd [, it is aprarent that your activities are geared toward their
perefit. Your arganization’s nare is | =< 211 of youwr
Board of Directars have children atterding this school. By raising funds for these
athletes wo thamelves ar their parents would have otherwise had to have paid for
these items the funds are weed for (campetition, travel, wnifamms and coaching
fees), you are serving the private interests of the hoard menters.

Tn addition, althouch the booster club is nn separately from the for-frofit
school, the berefits to the for-rofit school are substantial. If the team is good,
the school’s repatation is enhanced. The goodwill thus created induces more pecple
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to emoll their children in the for-profit school. Therefare, the booster clb
contributes to the for-profit’/s business interests by enhancing its reputation.

By serving primarily (or at least substantially) the interests of theprlvate
individuals, yularemtoperatedemhslvelyforane:v@ptp.rpose. This is
precluded by Sections 1.501(c)(3)-1(c)(1) ad 1. 501(c) (3)-1(A)\1)(il) of the
Regulatians. See also Better Busiress Burean, sipra.

Ymareamalogastoagreate{tenttoﬂmemgamzammd@cmbedmkaveme
RﬂngQ—l?SheJdtobemmnlyamgsdmachtl&schﬁlgnedto fulfill the
paxentalrespcrs:.bmtlsofltsparentnmbers Note also that the school these
children were attinding wes ae exampt under Section 501(c)(3) of the Code. Ths,
it would rot make a differerce if [ 2s an e=pt school.

is required to file Federal income tax retinns
arnally with the Service Center.

Cotribations to I =< ot deductible under Intermnal
Reverte (ode Sectien 170.

Aspmwdedby%ct:mﬂm(c)oftmmtemalfévermemdeoflsssam&e
a;;ﬂxzblemgxﬂaﬁas,ﬂeagnpnametatecfﬁmalsambammmﬁedafam

‘detemination.

If you are in agreement with this proposed determination, we request that you
sign and retim the enclosed agreemerntc, Form 6018. Please rote the instructions for
signing Form 6018 are an the reverse side of that form.

E%Emtm&gmrzﬁmﬁlﬁusprw
determination, we you request a hearing with ar Office of Regianal

Director of Appeals. Your request for a hearing should include a written appeal
giving the facts, lawarxiaqyct‘rermfomahmtosugportyuxmﬁm&
explamedlnt‘manlosedmbhmtlm892. You will then be zomtacted to arrance a
date for a hearing. ‘IhehaanngmybeleldattheOffloechagla'xalDlrectoraf
Apeals, or if you request, at a miually covenient District Office. A self
adressed emvelop is enclesed.

If we & not hear from you within 30 days fram the date of this letter, and
youcbmtpmtestﬁnsgmposeddetemmatlmmatmelymmer,ltwﬂlbe
m:deraibyﬂaelntenalfévemeSennceasafaﬂuretoa&amtavaﬂab]e
administrative remedies and will then becore our fimal determination. Section
7428(b)(2) of the Intemal Revere Code provides in part that, "A declaratary
uigemtardeaeewrbrtthchmstlmtbemnimaﬂypmceedugsmﬂas

‘ the Tax Court, the Qourt of Claims, aor the District Court of the Thited States or




the District of Columbia determines that the arganization involved has exhausted
sdministrative remedies available to it within the Intemal Reverne Service".

Sincerely yours,

District Director
Ios Angeles District

Prclosures: PRublication 892
| Form 6018
Self Addressed Bvelope
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Depar:ment of the Treasury-Internal Pevenue Service
Form 601 8 i

Consent to Proposed Adverse Action

{Rev. August 1983}
(All references are to the Internal Revenue Code)

Prepare In
Duplicate

Case Number Date of Latest Determination Letter

Employer ldentification Numker Date of Proposed Adversz Action Letter

Name and Address of Organization

| consent to the proposed adverse action relative to the above organization as shown by the box{es) checked below. |
understand that if Section 7428, Declaratory Judgments Relating to Status and Classification of Urganizations under Section 501(c}

(3), etc. épplies, ! have the right to protest the proposed adverse action.

NATURE OF ADVERSE ACTION

Denial of exemption under section 501(c)(3).

Revocation of exemption, effective

Modification of exempt status from section 501{c}{ ) to §01{c}{ }, effective

Classification as a private foundation (section 509(a}}, effective

Classification as a non-operating foundation {section 484 2(j)(3)], effective

Classification as an organization describec in section 508{al{ ), effective

ojojoyoio|o) &

Classification as an organization described in section 170{b}(1}(A}{ ), effective

If you agree to the adverse actiori shown above, please sign and return this consent. - You should keep a copy for your records.

If you sign this consent before you have exhausted your administrative appeal rights, you may lose your rights to a declaratory judg-

ment under section 7428,

(Signature instructions are on the back of this form.}

Name of Organization

Signature and Title

Date

Signature and Title

Date

Form 6018 (Rev. 8-83)






